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Chapter  8 


Enrol Iment  in  Alternative  Del i very  Systems : 
An  Hi stor1ca1  Perspective* 

Introduction : 

In  recent  years,  the  escalating  cost  of  health  services  has  sparked  a 
move  to  encourage  the  growth  of  alternative  delivery  systems  as  a  means  of 
injecting  competition  into  the  health  care  market.    Theoretically,  the 
introduction  of  new  types   of   contractual    arrangements   will    lead  to 
competition  between  health  plans  on  the  basis  of  price  and  scope  of  benefits 
and  will  result  in  cost-efficient  plans  gaining  enrollees  at  the  expense  of 
open-ended  fee-for-service  programs.    In  the  1970s,  interest  in  alternative 
delivery  systems  largely  focused  on  prepaid  health  plans,  most  often  referred 
to  as  health  maintenance  organizations  (HMOs).    The  federal  government, 
through  the  HMO  Act  of  1973  (P.L.  93-222),  supported  the  growth  of  two  basic 
types  of  prepaid  plans:    closed-panel  group,  staff  or  network  model  plans  and 
open-panel,    independent   practice   associations.    To   become  federally- 
qualified,  plans  had  to  conform  to  specific  administrative  and  managerial 
requirements,  assume  full  financial  risk  on  a  prospective  basis,  offer  a 
minimum  package  of  benefits,  and  use  community-rating  for  development  of 
premiums. 1    By  December  1982,  269  HMOs  operated  in  41  states  and  had  11.6 
million  enrollees  nationwide.    Of  this  number,  141  plans  with  an  enrollment 
of  8.5  million  were  federally-qualified.^ 


*by  Joan  B.  Trauner. 
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Despite  the  federal  effort  to  promote  HMO  growth,  enrollment  in  prepaid 
plans  has  been  uneven  across  the  country.  In  1982,  California-based  plans 
accounted  for  40.5%  of  total  HMO  subscribers  nationwide;  when  California 
totals  are  added  to  those  for  9  other  states  (Illinois,  Ohio,  Oregon, 
Massachusetts,  Michigan,  Minnesota,  New  York,  Washington,  and  Wisconsin), 
the  percentage  rises  to  77.3%.  The  Kaiser  Foundation  Health  Plan,  with  its  9 
regional  divisions,  alone  is  responsible  for  36.3%  of  the  nationwide  total  .3 
In  comparison,  164  million  people  had  coverage  for  medical  services  through 
commercial  insurers  or  Blue  Cross/Blue  Shield  plans  as  of  December  1981.^ 

In  recent  years,  health  policy  analysts  have  begun  to  stress  the 
importance  of  restructuring  group  health  benefits  to  promote  consumer 
acceptance  of  alternative  delivery  systems.  Since  the  beginning  of  the  1980s, 
there  have  been  a  series  of  pro-competition  proposals  on  the  federal  level 
that  would  alter  the  tax  treatment  of  health  benefits,  mandate  multiple 
choice  and  require  uniform  employer  contributions  to  participating  plans. ^ 
Meanwhile,  as  health  benefit  costs  escalated  in  face  of  a  major  economic 
recession,  employers  placed  increased  emphasis  on  cost  containment 
strategies.  Provision  of  "first  dollar  coverage"  began  to  give  way  to  such 
measures  as  increased  copayments  and  deductibles,  second  opinion  programs, 
and  pre-admission  hospital  certification. 
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Both  employers  and  insurers  also  have  explored  new  approaches  to 
controlling  overuti 1 i zati on  and  unnecessary  costs  on  the  provider  side.  In 
1981,  the  term  "preferred  provider  organization"  or  PPO  was  coined  to 
describe  closed  panel  delivery  systems  contracting  with  insurers,  unions, 
self-insured  employers,  and  multiple  employer  trusts.^  Typically  PPOs 
control  costs  by  contracting  with  a  limited  number  of  physicians  and 
hospitals,  by  negotiating  fee  schedules,  frequently  at  discounted  rates,  by 
requiring  utilization  or  claims  review,  and  by  developing  a  benefit  structure 
which  allows  subscribers  free  choice  of  providers,  but  offers  incentives  for 
use  of  contracting  hospitals  and  physicians.^  More  recently,  another  acronym 
has  appeared,  namely  the  Exclusive  Provider  Organization  (EPO).  Similar  in 
format  to  the  PPO,  the  EPO  restricts  access  of  its  subscribers  to  contracting 
hospitals  and  physicians.  To  date,  development  of  PPOs/EPOs  has  been 
hampered  by  state  insurance  codes  which  require  open  access  to  all  licensed 
health  professionals  and  institutions.  However,  California,  Minnesota,  and 
Virginia  have  passed  legislation  which  allows  for  selective  contracting  and  a 
number  of  states  are  considering  similar  legislation. 

Thus,  the  health  care  delivery  system  is  in  a  state  of  flux  as  new 
networks  of  physicians  and  hospitals  are  being  formed  and  as  employers, 
unions,  and  insurers  begin  to  retool  their  benefit  packages.  Not  only  are 
insurers  developing  their  own  closed  panel  programs,  both  in  the  form  of 
health  maintenance  organizations  and  preferred  provider/exclusive  provider 
benefit  arrangements  but  HMOs  are  considering  development  of  discount,  fee- 
for-service  arrangements  to  compete  with  PPOs  in  their  market  areas.  In  the 
case  of  HMOs,  the  greatest  flexibility  in  design  of  new  benefit  packages  is 
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available  to  the  non-federally  qualified  plans  (128  plans  with  an  enrollment 
of  3. I  million  as  of  December  1982).  However,  both  qualified  and  non- 
qualified HMOs  may  contract  with  insurance  companies  or  self-insured 
employers  to  serve  as  preferred  providers  on  a  fee-for-service  basis;  they 
also  have  the  option  of  establ  ishing  separate  corporate  entities  to  engage  in 
PPO  activities.^  In  effect,  a  new  generation  of  hybrid  delivery  systems  is 
emerging  in  the  medical  marketplace. 

For  health  analysts  interested  in  measuring  change  within  the  health 
benefits  market,  there  are  only  a  handful  of  statistical  sources  to  evaluate 
emerging  trends.  The  U.S.  Department  of  Labor  maintains  records  on  group 
health  plans  by  number  of  el  igibles,  types  of  benefits,  scope  of  coverage,  and 
employer  contribution  levels.  The  National  Medical  Care  Expenditures  Study 
focuses  on  types  of  benefits,  scope  of  coverage,  premium  costs,  employee  out- 
of-pocket  payments  for  medical  services,  and  utilization  of  services.  The 
Health  Insurance  Institute  of  America  (HIAA)  and  the  Blue  Cross  and  Blue 
Shield  Association  provide  annual  updates  on  state  and  national  enrollments 
in  indemnity  and  service  plans.  Blue  Cross/Blue  Shield  and  the  National 
Underwriter  Company  also  provide  financial  data  relating  to  incurred  claims 
and  operating  income/expenses  for  licensed  health  insurers  and  service 
plans. ^  For  historical  data,  the  best  records  on  enrollment  in  alternative^ 
delivery  systems  have  been  maintained  by  the  Office  of  Research  and 
Statistics,  originally  located  in  the  Social  Security  Administration  and 
subsequently  in  the  Health  Care  Financing  Administration  (to  be  referred  to 
hereafter  as  ORS).  These  records,  combined  with  data  collected  by  the  federal 
Office  of  Health  Maintenance  Organizations  (OHMO),  can  provide  an  overview  of 


Chapter  8 


5 


shifting  enrollment  patterns  among  independent  plans  since  the  end  of  World 
War  II. 

Purpose : 

This  paper  will  examine  the  growth  of  alternative  delivery  systems 
during  the  past  thi  rty-fi  ve  years  using  ORS  and  OHMO  data.  As  a  byproduct,  it 
will  discuss  the  problems  inherent  in  designing  a  data  collection  system 
applicable  to  newly  emerging  health  systems.  Because  of  the  different 
stati stical  approaches  employed  by  ORS  and  OHMO,  the  paper  wi  1 1  begin  with  a 
brief  review  of  the  goals  of  each  of  the  agencies  and  the  procedures  used  by 
each  to  collect  and  process  information  on  alternative  health  plans.  The  next 
part  of  the  paper  will  compare  data  collected  by  ORS  and  OHMO  for  the  period 
from  1965-76  and  will  point  out  inconsistencies  in  the  records  maintained  by 
the  two  agencies.  The  final  section  of  the  paper  will  look  at  the  structure  of 
the  health  benefits  market  at  the  present  time,  with  suggestions  as  to 
possible  approaches  for  future  data  collection. 


Chapter  8  g 
The  Historical  Picture: 

1.  Independent/Non-affiliated  Plans  (SSA/HCFA): 

The  Office  of  Research  and  Statistics,  as  part  of  the  Social  Security 
Administration,  began  in  1943  to  survey  health  plans  not  affiliated  with 
commercial  insurers  or  Blue  Cross/Blue  Shield.  Full  surveys  of  known  plans 
were  subsequently  made  in  1949,  1953,  1956,  1959,  1961,  1965,  1969,  and 
1973.^°  In  interveningyears,  mailings  to  the  largest  of  the  non-affiliated 
plans  permitted  the  statistical  base  to  be  updated.  For  instance,  data  for 
1974  were  obtained  from  a  1975  survey  of  the  40  largest  independent  health 
insurance  plans.  Included  in  the  1975  survey  were  non-profit,  community  based 
plans  such  as  Kaiser  and  the  Health  Insurance  Plan  of  Greater  New  York  (HIP) ; 
jointly  administered  union-employer  welfare  funds,  employer  and/or  employee 
associations  and  unions  programs;  private  group  medical  and  dental  clinics; 
dental  service  corporations;  and  the  HMOs  which  were  not  sponsored  or 
underwritten  by  insurance  companies  or  Blue  Cross/Blue  Shield  plans. 

When  the  first  ORS  surveys  were  undertaken  during  the  1940s,  the  issue  of 
national  health  insurance  was  on  the  political  forefront.  Because  existing 
insurance  and  service  organizations  (e.g.  Blue  Cross  and  Blue  Shield 
Associations  and  the  Health  Insurance  Council,  subsequently  the  Health 
Insurance  Association  of  America)  did  not  collect  data  on  non-affiliated 
plans,  the  Office  of  Research  and  Statistics  was  handed  the  monitoring 
assignment.  Data  collected  by  ORS  was  used  to  round  out  estimates  on  the 
extent  of  voluntary  health  insurance  available  in  the  United  States. 
Statistics  were  collected  on  availability  of  coverage  for  hospital  benefits 
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and  physician  services  (surgical,  in-hospital  and  ambulatory  care).  At  that 
time,  independent  plans  were  required  to  meet  two  or  more  of  the  following 
criteria  to  be  included  in  the  ORS  survey:  to  be  self-insured;  to  have  their 
enrollment  and/or  financial  data  not  included  in  any  reporting  by  a  central 
association  of  similar  plans;  to  offer  membership  only  to  well-defined 
populations,  such  as  employee  groups,  consumer  cooperatives,  or  unions;  to  be 
nonprofit  in  concept;  or  to  offer  more  comprehensive  benefits  than  most  Blue 
Cross  and  Blue  Shield  plans. Clearly  these  criteria  allowed  for  a  wide 
range  of  variation  in  plans--and  in  effect,  the  function  of  the  independent 
classification  was  to  serve  as  a  statistical  "catch-all". 


Over  time,  the  Office  of  Research  and  Statistics  modified  the  criteria 
for  inclusion  of  plans  in  its  survey;  similarly,  the  subgrouping  of  plans  for 
analysis  of  enrollments,  benefit  patterns,  premium  income,  and  health  care 
expenditures  was  changed.  Table  I  summarizes  the  subgroupings  that  have  been 
used,  beginning  in  the  1940s: 


Table  1:  Categorization  of  Non-Affiliated  Plans 
by  Office  of  Research  and  Statistics  (SSA/HCFA) 

Category  

governmental  prepayment  (World  War  II  plans) 
medical  society  prepayment 
industrial  prepayment,  financed  by  employee 
industrial  prepayment,  financed  by  employer 
industrial  prepayment,  financed  jointly 

by  employer  and  employee 
consumer-sponsored  prepayment 
private  group  clinic 

1949  industrial 
consumer 
community  wide 
medical  society 
private  group 


Year 

1943- 

1945 
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1954-  industrial 

1959  employer-employee-union 

community-wide 

consumer 

fraternal 

private  group  clinic 
medical  society 

1961-  community 

1965  medical  society 
dental  society 
private  group  clinic 
employer-employee-union 

1966  community 
employer-employee-union 
private  group  clinic 
dental  society 

1969  (a)    community  group  practice 

community  individual  practice 
employer-employee-union  group  practice 
employer-employee-union  individual  practice 
private  group  medical  clinic 
private  group  dental  clinic 
dental  service  corporations 

1973         community-consumer-cooperati  ve 
employer-employee-union 

physician-sponsored  (private  group  clinics) 
dentist-sponsored  (private  group  dental 
clinics) 

1977  consumer 

labor-management 
health  professional 
dental  service  corporation 
vision  service  corporation 

Note:  (a)  the  1969  classification  system  was  used 
through  1976  for  development  of  data  on  group 
practice  plans. 
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Because  of  the  changing  criteria  for  inclusion  of  plans  within  the 
independent  classification,  there  have  been  wide  fluctuations  in  aggregate 
enrollments  over  time.  For  instance,  medical  society  plans  which  were  not 
affiliated  with  Blue  Cross  or  Blue  Shield  were  originally  included  in  the 
independent  category.  Eventually,  as  the  medical  society  plans  acquired  a 
Blue  Cross  or  Blue  Shield  affiliation,  they  were  deleted  from  the  list.  Thus, 
between  1959  and  1961,  there  was  a  drop  of  almost  2.9  million  enrol  lees  from 
the  independent  classification  as  plans  in  Ohio,  Idaho,  Rhode  Island,  and 
Connecticut  changed  their  status. (j^e  medical  society  classification 
was  not  permanently  dropped  until  1966.)  Similarly,  the  introduction  of  new 
benefit  groups  such  as  dental  society  plans  (1966),  private  group  dental 
clinics  (1969),  and  vision  service  corporations  (1977)  compounded  the 
problem  of  developing  a  consistent  picture  of  enrollment  in  alternative 
systems. 

Evaluation  of  enrollment  trends  within  subgroups  of  the  ORS  data  was 
also  difficult  because  individual  plans  have  been  reclassified  over  time. 
For  instance,  the  largest  of  the  independent  plans  -  the  Kaiser  Foundation 
Health  Plans  -  began  with  an  industrial  listing  (1943-45),  shifted  to 
private  group  clinic  (1949),  then  to  community  status  (1961 ),  and  finally  to 
community  group  practice  (1968).  Because  of  the  availability  of  Kaiser 
membership  data  on  a  national  and  regional  basis  from  plan  administration  and 
from  ORS,  enrollment  figures  could  be  reallocated.  However,  in  the  case  of 
smaller  plans  which  have  merged  or  disappeared  and/or  which  did  not  regularly 
report  to  ORS,  data  are  not  usually  available;  thus  a  consistent  listing  of 
plans  across  survey  years  was  not  possible. 
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JiHO  types  of  adjustments  were  necessary  to  convert  enrollments  in 
independent  plans  to  estimates  of  prepaid  activity.  Aggregate  enrollment 
figures  needed  to  be  adjusted  downwards  to  eliminate  dental  and  vision  plans, 
open  panel  fee-f or-service  medical  plans  and  federal  programs  established 
during  World  War  II.  Secondly,  consistent  listings  of  prepayment  plans,  by 
subgroup,  needed  to  be  created  in  order  to  eliminate  enrollment  categories 
with  a  high  percentage  of  indemnity  or  service  benefits.  For  example,  plans 
with  an  industrial  or  employer-type  listing  often  included  self-insured 
groups  with  traditional  indemnity  benefits.  Additionally,  a  decision  had 
to  be  made  whether  enrollment  data  for  hospital  benefits  or  one  of  the 
physicians'  services  (in-patient  medical ,  surgical ,  or  ambulatory  care)  was 
the  appropriate  vehicle  for  analysis. 

With  the  exception  of  1943-45,  published  ORS  reports  did  not  provide 
membership  counts  for  individual  plans,  thereby  eliminating  the  possibility 
of  tallying  membership  in  specific  plans  across  survey  years.  Also,  without 
plan-specific  enrollments,  it  was  almost  impossible  to  separate  out  fee-for- 
service  indemnity  or  service  benefits  from  prepaid  programs  in  certain  of  the 
subgroups  (namely  the  industrial,  employer/employee/union,  community  and 
consumer  categories).  Additionally,  aggregate  enrollment  statistics  for 
hospital  benefits  often  varied  signficantly  from  reported  enrollments  for 
surgical  coverage,  in-patient  physician  services,  and  ambulatory  coverage. 
To  circumvent  the  limitations  of  the  ORS  data,  several  steps  were  taken  to 
develop  preliminary  estimates  of  prepaid  health  coverage  for  the  years  1945- 
1976.  First,  UCSF  researchers  identified  30  prepaid  plans  that  were  in 
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existence  prior  to  implementation  of  the  HMO  Act  of  1973  and  that  had  been 
included  in  ORS  and  OHMO  studies. Filings  for  these  plans  for  the  years 
1965-1976  were  examined  at  the  Office  of  Research  of  Research  and  Statistics. 
(Earlier  data  is  no  longer  available.)  Follow-up  letters  were  mailed  to  those 
plans  in  existence  prior  to  1965  to  obtain  long  term  membership  counts.  Next, 
the  health  services  literature  was  reviewed  to  obtain  data  on  small  plans  not 
regularly  surveyed  by  ORS;  studies  on  prepayment  programs  conducted  by  the 
American  Medical  Association  and  by  various  state  agencies  were  also  reviewed 
for  additional  enrol  Iment  data.  Of  the  30  plans,  usable  data  was  obtained  on 
24  plans  (hereafter  referred  to  as  HMO  precursors). 

Surgical  coverage  was  chosen  as  the  type  of  benefit  to  be  analyzed. 
Coverage  for  hospital  services  and  in-hospital  medical  visits  was  eliminated 
because  some  plans,  such  as  the  Health  Insurance  Plan  of  Greater  New  York 
(HIP)  and  several  labor-based  programs,  have  at  various  times  not 
underwritten  hospital  benefits  but  have  obtained  separate  coverage  through 
Blue  Cross/Blue  Shield  or  commercial  insurers.  Thus,  use  of  hospital-based 
data  would  have  underestimated  the  extent  of  prepaid  activity  nationwide, 
because  these  totals  were  reported  separately  by  Blue  Cross/Blue  Shield  or 
HIAA  and  were  excluded  from  the  ORS  data  base.  Choice  of  surgical  coverage 
also  had  the  advantage  of  excluding  dental  benefits  from  analysis. 

The  next  step  involved  examining  overall  enrollment  trends  for  the 
independent  plans.  (See  Figure  1.)  To  smooth  out  the  shifts  in  plan 
classification  over  time,  all  health  plans  in  the  survey  years  were 
regrouped  into  two  basic  headings:  industrial/labor  or  community -based 
plans.    Industrial/labor  plans  were  defined  as  programs  organized  by  self- 
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insured  employers,  by  union  trust  funds,  jointly  administered  management- 
union  welfare  plans,  and  employer  and/or  employee  benefit  associations; 
community-based  programs  were  defined  as  programs  organized  by  health 
professionals,  clinics,  hospitals,  universities,  and  consumer  cooperatives. 
Although  a  majority  of  subscribers  in  both  categories  came  from  employed 
groups,  the  latter  typically  marketed  benefits  to  a  wide  spectrum  of 
employers  and  unions,  whereas  the  former  provided  coverage  only  for  a 
selected  industry  or  union. 

As  is  evident  in  Figure  1 ,  industrial/labor  plans  have  had  a  more  uneven 
growth  pattern  than  community-based  plans.  (Supporting  documentation  and 
tables  are  contained  in  Appendix  A.)  Part  of  the  difference  in  the 
enrollment  patterns  can  be  attributed  to  statistical  artifacts,  while  part 
can  be  ascribed  to  historical  changes  in  the  underwriting  of  group  health 
benefits.  (A  more  detailed  analysis  of  these  factors  is  contained  in  a 
subsequent  section.)  Figure  1  also  shows  the  growth  of  group  practice  plans, 
which  represents  aggregate  enrollments  for  group  medical  clinics,  employer 
group  practices  and  community  group  practices. 

In  Figure  2,  coverage  for  surgical  benefits  and  group  practice 
enrol  Iments  are  compared  with  a  group  practice  subgroup,  namely  enrol  Iment  in 
the  24  HMO  precursors.  Both  the  group  practice  plans  and  HMO  precursors  move 
in  a  similar  upward  direction,  with  the  HMO  precursors  showing  a  relatively 
constant  rate  of  growth  compared  to  irregularities  in  the  group  practice 
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Figure  I 

Growth  of  Non-Affiliated  Health  Plans  :  1945-1976 
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Figure  II 

Growth  of  Group  Practice  Plans  and  HMO  Precursors  :  1945-1980 


I  1  1  1  1  I  I  L 

1945         1950        1955  1960        1965  1970        1975  1980 


Years 


Chapter  8 


15 


totals.  The  latter  can  largely  be  attributed  to  the  ebb  and  flow  of  membership 
in  newly  organized  prepayment  programs  and  to  an  imperfect  adjustment  for 
fee-for-service  enrollments;  in  particular,  irregularities  that  appear 
during  the  early  and  mid-1970s  reflect  the  rise  and  fall  of  a  series  of 
California-based  plans  for  Medicaid  (MediCal)  beneficiaries. 

Figure  3  compares  enrollment  in  the  24  HMO  precursors  with  enrollment 
data  from  the  federal  Office  of  Health  Maintenance  Organizations;  also 
charted  are  the  overall  figures  for  surgical  benefits  and  community-based 
plans.  As  shown  in  Figure  3,  OHMO  data  begins  with  a  smal ler  enrol  Iment  base 
than  the  ORS  statistics  for  HMO  precursors.  The  OHMO  data  also  shows  the  gap 
between  community-based  plans,  as  reported  by  ORS,  and  enrollment  in  HMOs  to 
narrow  significantly  throughout  the  1970s.  To  provide  a  context  for 
understanding  the  differences  in  ORS  and  OHMO  results,  the  next  section  will 
briefly  review  the  history  of  prepaid  health  care  using  ORS  data  to  illustrate 
pertinent  findings. 

Industrial/labor  plans:  When  ORS  first  began  collecting  data  on  independent 
plans,  underwriting  of  group  health  insurance  benefits  was  a 
relatively  new  phenomenon,  and  a  number  of  employers  continued  to  provide 
direct  medical  services  through  closed  physician  panels  (e.g  utilities, 
railroads,  mining  companies) .  After  World  War  II  and  the  marketing  of  health 
insurance  as  a  tax  free  "fringe"  benefit,  many  of  these  employers  began  to 
close  down  their  own  direct  service  plans  and  to  switch  to  indemnity  or  Blue 
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Figure  III 

HMO  Growth  in  Relationship  to  Surgical  Benefit  of  Non-Affiliated  PI 


Years 
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Cross/Blue  Shield  coverage.  Because  health  insurers  largely  focused  on  the 
provision  of  hospital -based  benefits  during  the  1940s  and  1950s,  unions  began 
to  experiment  with  the  provision  of  ambulatory  services.  The  Labor  Health 
Institute,  which  opened  in  St.  Louis  in  1945,  was  to  become  the  nationwide 
model  for  a  union-based  group  practice  program  with  comprehensive  medical  and 
dental  benefits.  Other  major  unions  which  became  involved  in  di  rect  provision 
of  medical  services  during  the  late  1940s  and  1950s  were  the  United  Mine 
Workers  of  America,  the  International  Ladies'  Garment  Workers,  the 
Amalgamated  Clothing  Workers  of  America,  and  the  Hotel  and  Restaurant 
Workers.  Overall  the  growth  in  direct  service  programs  under  labor- 
sponsorship  was  modest  during  the  1940s,  surged  upward  in  the  early-to-mid 
1950s  and  then  tapered  off  at  the  end  of  the  decade;  few  new  centers  were 
established  after  the  early  1960s. 1^  (See  Figure  1.) 

Despite  stabilization  of  membership  in  union-sponsored  plans  by  the  end 
of  the  1950s,  enrollment  in  the  broadly-based  industrial/labor  category 
showed  an  upward  trend  in  the  1960s,  primarily  because  of  a  change  in  the  ORS 
reporting  process.  Beginning  in  1961,  ORS  used  listings  on  self-insured 
employer-employee-union  plans  obtained  from  the  Department  of  Labor  to 
augment  its  survey. Thereafter,  irregularities  in  enrollment  trends  can  be 
traced  in  part  to  reclassification  of  plans  as  they  shifted  from  self- 
insurance  to  purchase  of  insurance  benefits,  and  vice-versa.  (The  inclusion 
of  self-insured  plans  within  the  independent  classification  also  resulted  in 
considerable  overlap  with  enrollment  counts  maintained  by  HIAA  and  Blue 
Cross/Blue  Shield.  Both  ORS  and  the  national  associations  included  data  on 
employer  groups  with  administrative  service  only  (ASO)  agreements  and 
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minimum  premium  plans  (MPP)  written  by  standard  insurance  carriers;  under 
such  ai;rangements,  employers  assumed  most  or  al  1  of  the  underwriting  risk  but 
the  insurers  were  responsible  for  claims  processing  and  plan  administration. 
Not  until  1979  did  the  HIAA  begin  to  separate  out  these  services  in  its  annual 
reports.)  18 

Today,  only  a  few  plans  within  the  industrial/labor  category  meet 
federal  (OHMO)  definitions  of  prepaid  systems.  These  include  the  Union 
Health  Service  (Chicago),  the  Labor  Health  Institute  (St.  Louis),  and  the 
Medical  Institute  of  Local  88  (St.  Louis),  all  of  which  provide  comprehensive 
ambulatory  services. 19  However,  it  is  in  the  industrial/labor  category 
that  much  experimentation  can  be  expected  in  the  future  as  employers  and 
unions,  anxious  to  control  health  care  costs,  begin  to  look  to  new  forms  of 
preferred  provider  arrangements. 

Community  Plans:  Historically,  HMOs  have  emerged  from  four  types  of  health 
care  plans:  (1 )  closed  panel ,  medical  group  prepayment  plans  (e.g.  Ross-Loos, 
now  INA  Health  Plan  of  California);  (2)  closed  panel  industrial  plans  (e.g. 
Kaiser  Foundation  Health  Plan) ;  (3)  consumer  cooperatives  (e.g.  Group  Health 
Cooperative  of  Puget  Sound);  and  (4)  open  panel,  medical  society  sponsored 
plans  (e.g.  Physicians'  Association  of  Clackamas  County).  Less  common  are 
plans  emerging  from  an  academic  setting  (e.g.  Harvard  Community  Health  Plan) 
and  from  labor-sponsorship  (e.g.  Metro  Health  Plan  of  Detroit,  subsequently 
operating  as  Health  Alliance). 


Returning  to  Figure  1,  the  community-based  plans  have  undergone  modest 
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but  steady  growth  when  compared  to  the  pattern  exhibited  by  the 
industrial/labor  plans.  The  largest  of  these  community-based  plans  are  the 
backbone  of  today's  HMO  industry.  These  plans  include  the  Kaiser  Foundation 
Health  Plan  (now  operating  in  9  regions),  Group  Health  Cooperative  of  Puget 
Sound,  the  Health  Insurance  Plan  of  Greater  New  York,  Group  Health 
Association  of  Washington,  D.C.,  Harvard  Community  Health  Plan  of 
Massachusetts,  Health  Alliance  of  Detroit,  and  Group  Health  Plan 
(Minneapolis).  These  community  plans  had  an  enrollment  of  5.6  million  in 
December  1982,  or  roughly  48  percent  of  HMO  membership  nationwide.  At  the 
start  of  the  federal  HMO  program  in  1973,  these  same  plans  had  an  enrollment  of 
3.8  million  and  accounted  for  approximately  76  percent  of  all  prepaid 
membership  according  to  OHMO  statistics. (See  Figure  3.) 

Problems  arise  when  ORS  enrollment  data  for  community-based  plans  and 
for  HMO  precursors  are  compared  with  statistics  generated  by  the  federal 
Office  of  Health  Maintenance  Organizations.  The  next  section  will  describe 
the  data  collection  process  employed  by  OHMO  before  initiating  a  cross- 
comparison. 

2.  Office  of  Health  Maintenance  Organizations  (OHMO): 

After  passage  of  the  federal  HMO  Act  of  1973,  monitoring  of  enrol  Iment  in 
prepaid  groups  was  delegated  to  the  Divison  of  Health  Maintenance 
Organizations  within  the  Public  Health  Service;  simultaneously  InterStudy  in 
Minnesota  was  conducting  its  own  membership  counts.  In  September  1978  the 
newly  created  Office  of  Health  Maintenance  Organizations  (OHMO)  was  given 
responsibility  for  overseeing  the  awarding  of  federal  grants  and  loans  and 
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for  promoting  nationwide  interest  in  the  HMO  concept.  One  of  OHMO's  functions 
was  to  conduct  a  national  census  of  prepaid  health  plans.  For  the  years,  1978- 
80,  OHMO  mailed  questionnaires  to  known  prepaid  health  plans  from  lists 
verified  with  HMO  regional  offices  and  with  national  HMO  and  insurance 
associations.  (For  1981  and  1982,  the  census  was  conducted  by  the  InterStudy 
group.)  Data  compiled  in  1980  showed  HMO  membership  rising  from  2.9  million 
in  January  1970  to  9.1  million  in  June  1980.  By  June  1982,  OHMO  was  reporting 
an  enrollment  of  10.8  million.  For  the  years  1970  to  1982,  the  annual 
OHMO/InterStudy  Census  showed  the  total  number  of  prepaid  plans  increasing 
over  ninefold  since  1970  and  and  total  enrollment  rising  nearly  three  fold,  as 
fol lows: 


Table  2:  HMO  Enrollment 


Year 


#  of 
Plans 


Growth 
Rate 


Enrol Iment 


Growth 
Rate 


1/1970 
1/1971 
1/1972 
1/1973 
1/1974 
6/1974 
6/1975 
6/1976 
6/1977 
6/1978 
6/1979 
6/1980 
6/1981 
6/1982 


26 
30 
39 
72 
123 
142 
178 
175 
165 
198 
215 
236 
243 
265 


15.4% 
30.0% 
84.6% 
70.8% 
15.4% 
25.4% 

■  1.6  (a) 

■  5.7  (a) 
20.9% 

8.6% 
9.8% 
3.0% 
9.1 


2.9 
3.1 
3.5 
4.4 
5.0 
5.3 
5.7 
6.0 
6.3 
7.3 
8.2 
9.1 
10.3 
10.8 


mi  1 1 i  on 
mi  1 1 i  on 
mi  1 1  ion 
mi  1 1 i  on 
mi  1 1 i  on 
mi  1 1  ion 
mi  1 1  ion 
mi  1 1  ion 
mi  1 1  ion 
mi  1 1 i  on 
mi  1 1  ion 
mi  1 1 i  on 
mi  1 1  ion 
million 


6.8% 
12.9% 
25.7% 
13.6% 
6.0% 
7.5% 
5.2% 
5.0% 
15.8% 
12.3% 
10.6% 
12.8% 
5.5% 


(a)  decrease  in  number  of  prepaid  plans  in 
1976-77  due  to  delicensure  of  certain  Pre- 
paid Health  Plans  in  California. 

Source:  U.S.  Department  of  Health  and  Human 
Services,  Office  of  Health  Maintenance  Or- 
ganizations, National  HMO  Census,  June  30, 
1980.  DHHS  Publication~No.  (PHS)  81^3111  WT 
pp.  1,  41-42.  Data  for  1981  and  1982  from 
National  HMO  Census  as  conducted  by  Inter 
Study . 


Chapter  8 


21 


When  OHMO  enrollment  data  is  compared  with  data  collected  by  ORS  and  by 
InterStudy,  a  number  of  discrepancies  occur.  For  instance,  during  the  period 
from  1970-1 975,  ORS  regularly  reported  the  enrol  Iments  in  ten  large  conmunity 
group  practices  --  six  regional  divisions  of  Kaiser  plus  the  Health  Insurance 
Plan  of  Greater  New  York,  Group  Health  Cooperative  of  Puget  Sound.  Metro 
Health  Plan  (Detroit),  and  Group  Health  Association  (Washington,  D.C.).  When 
data  for  these  ten  plans  is  compared  to  OHMO  statistics,  the  ORS  total  for 
1970-71  is  greater  than  that  reported  by  OHMO  for  30  plans.  The  following 
year,  the  total  for  the  ten  ORS  plans  was  only  slightly  below  the  figure 
reported  by  OHMO  for  39  plans,  as  follows: 


Table  3:  Comparison  of  ORS  and  OHMO  Data 


Date 

10  ORS  Plans 

OHMO 

#  OHMO 

(a) 

Enrol Iment 

Enrol Iment 

Plans 

12/70- 

1/71 

3.2  mi  1 1 i on 

3.1  mi  1 1  ion 

30 

12/71- 

1/72 

3.4  mi  1 1  ion 

3.5  mi  1 1  ion 

39 

12/72- 

1/73 

3.6  mi  1 1  ion 

4.4  mi  1 1  ion 

72 

12/73- 

1/74 

3.8  mi  1 1  ion 

5.0  mil  lion 

123 

12/74- 

1/75 

3.9  million 

5.4  million 

154 

12/75- 

1/76 

4.0  mi  1  lion 

5.8  mi  1 1  ion 

166 

(a)  annual  enrollment  for  community  plans  is 
for  December  and  for  HMOs  is  for  January. 

Source:  OHMO  data  from  National  HMO  Census,  June 
30,  1980;  ORS  data  for  1/1 970-T7T975  from 
Mueller  and  Piro,  "Independent  Health  Insur 
ance  Plans  in  1974,"  Research  and  Statistics 
Note  21,  November  30,  1976.  197^enrol Iments 
calculated  using  unpublished  ORS  data. 


During  the  same  period,  the  InterStudy  group  in  Minnesota  was  also 
tracking  HMO  growth.  For  January  1974,  InterStudy  reported  a  nationwide  HMO 
enrollment  of  5.75  million,  compared  to  5.0  million  by  OHMO.  For  the 
following  year,  the  InterStudy  figure  was  up  to  6.5  million,  compared  to  the 
OHMO  figure  of  5.4  million.  The  1975  InterStudy  survey  was  based  upon  replies 
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from  137  plans  nationwide,  compared  to  154  contained  in  the  OHMO  survey.  The 
1975  InterStudy  report  showed  that  there  were  30  HMOs  that  had  become 
operational  prior  to  1970;  these  plans  had  a  combined  enrollment  of  5.7 
million  or  88.1  percent  of  the  total  reported  HMO  membership. ^1  In  other 
words,  these  thirty  "established"  plans  had  a  greater  enrollment  than 
reported  by  OHMO  for  154  plans  during  the  same  period. 

Since  all  three  sources  —  ORS,  OHMO  and  InterStudy  —  included  Medicare 
and  Medicaid  enrollees  in  their  totals,  the  explanation  for  the  under-reporting 
by  OHMO  cannot  be  attributed  to  inclusion  of  different  populations.  To 
reconcile  the  differences  between  the  OHMO  and  ORS  data,  the  author  constructed 
a  profile  of  prepaid  activity  from  1965-1981  using  statistics  collected  for 
HMO  precursors.  Enrollments  for  the  HMO  precursors  are  included  in  Appendix  A. 
The  plans  for  which  data  were  obtained  are  as  follows: 


Table  4:  HMO  Precursors 


State/Name                       Years  Reportinq 

Cal ifornia 

Ross-Loos  (INA) 

1965-1981 

United  Medical  Clinics  (a) 

1968-1981 

Family  Health  Program 

1972-1981 

French  Hospital ,  SF 

1965-1981 

Kaiser,  North/South 

1965-1981 

Colorado 

Kaiser 

1969-1981 

District  of  Columbia 

Group  Health  Association 

1965-1981 

Hawai  i 

Kaiser 

1965-1981 

11 linois 

Union  Health 

1968-1981 

Massachusetts 

Harvard  Community 

1969-1981 
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Mi  chi  gan 

Health  Alliance  (Metro) 

1965- 

•1981 

Minnesota 

Group  Health 

1965- 

■1981 

Missouri 

Labor  Institute 

1965- 

1  QP1 

1  JO  1 

New  York 

HIP  of  Greater  NY 

196*1. 

1  Qf^^ 

Ohio 

Medical  Found-  fBpllairp^ 

•  twwiwwi       1                             VvCI    lull  t  / 

1  Qft1 
1  yoi 

Kai  ser 

1  Qfll 

n  rp  nnn 

Kai  ser 

1  Qfll 

1  70  1 

Physicians '/Clackamus 

1965- 

1981 

Washington 

Group  Health/Puget  Sound 

1965- 

1981 

Western  Clinic 

1967- 

1975 

Inland  Health 

1968- 

1978 

Kitsap  Physicians 

1975- 

1981 

Wisconsin 

Blue  Mound 

1975- 

1981 

Figure  3  shows  the  relationship  between  these  HMO  precursors  and  the  data 
from  the  December  OHMO  report.  As  evident  in  the  graph,  the  figures  reported 
by  OHMO  underestimated  the  extent  of  prepaid  activity  for  the  period  1970-72. 
While  the  OHMO  enrollment  figures  overtake  those  for  the  HMO  precursors  in 
mid-1972,  the  OHMO  figures  remain  below  community  surgery  totals  through 
1977.  The  narrowing  gap  between  OHMO  and  community  surgery  totals  can  be 
attributed  to  the  fact  that  a  number  of  community-based  plans  began  to 
designate  themselves  as  HMOs  during  the  1970s,  thus  eliminating  some  of  the 
discrepancies  in  the  ORS  and  OHMO  statistics.  Unfortunately  ORS  data  after 
1976  cannot  be  plotted  because  of  a  change  in  the  types  of  plans  included  in 
the  annual  survey  of  independent  prepaid  and  self-insured  health  plans. 
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As  shown  in  Figure  3,  the  HMO  census  cannot  be  considered  a  valid 
indicator  for  estimating  prepaid  activity  in  the  United  States  before  1973  — 
and  possibly  for  one  or  two  years  thereafter.  One  possible  explanation  is  that 
OHMO  listed  only  those  plans  with  a  comprehensive  benefit  package  and  that  met 
the  standards  for  federal  HMO  qualification  (even  if  qualification  was  not 
sought).  However,  the  OHMO  census  has  regularly  included  a  large  number  of 
state-licensed  but  non-federal ly  qualified  prepayment  plans  as  well  as 
enrollments  for  labor-sponsored  programs.  Also,  as  previously  noted,  OHMO,  ORS 
and  InterStudy  all  inluded  Medicare  and  Medicaid  enrollees  in  their  totals. 
While  overall  ORS  data  on  total  surgical  benefits  and  on  enrollments  in 
industrial  or  community  based  plans  are  not  reliable  for  measuring  the  extent 
of  prepaid  activity  nationwide,  tracking  of  individual  plans  can  be  considered 
relatively  accurate.  The  underreporting  of  prepaid  activity  by  OHMO  becomes 
apparent  when  examining  the  ORS  data  for  10  community-based  plans  and  the  data 
for  the  24  known  HMO  precursors.  Thus,  estimates  on  the  growth  of  prepaid 
systems,  as  calculated  by  OHMO,  will  require  revision  for  historical  accuracy. 

Conclusion: 

Currently  there  are  three  broad  classifications  for  defining  the  design 
and  underwriting  of  health  benefits:  indemnity  insurance,  service  benefits,  and 
prepaid  service  plans.  Often  the  distinction  between  the  first  two 
classifications  is  highly  arbitrary.  Service  plans  may  indemnify  for  care  from 
non-contracting  providers  and  indemnity  insurers  may  offer  total  coverage  for 
physician  and  hospital  services.  Moreover,  new  approaches  to  underwriting  of 
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benefits  are  constantly  evolving  and  are  further  eroding  the  rationale  for  the 
existing  classification  system.  For  instance,  closed  panel  exclusive  provider 
organizations  have  many  of  the  attributes  of  prepaid  service  plans  with  the 
exception  that  contracting  providers  usually  do  not  carry  the  risk  of  providing 
total  health  services  on  a  capitated  basis.  PPOs,  with  high  copayments  and 
deductibles  for  non-users  of  contracting  providers,  can  essentially  "lock-in" 
subscribers  to  PPO  providers  and  function  as  defacto  HMOs. 22  jp  other  words, 
the  existing  system  of  plan  classification  is  outmoded  in  today's  health 
benefits  market. 

The  underwriting  of  health  benefits  can  best  be  seen  as  a  continuum,  ranging 
from  closed  panel,  staff  model  prepayment  plans  (HMOs)  at  one  end  of  the 
spectrum  and  traditional  open-ended,  fee-for-service  indemnity  health  plans  at 
the  other.  Ranging  along  the  continuum  are  prepaid  group  practices  (HMOs), 
open-panel  Independent  Practice  Associations  (HMOs),  Exclusive  Provider 
Organizations  (EPOs),  Preferred  Provider  Organizations  (PPOs),  Foundations  for 
Medical  Care  (FMCs),  and  Blue  Cross/Blue  Shield  service  plans.  Self-insured 
plans,  whether  underwritten  by  jointly  funded  employer/union  trusts  or  by 
individual  employers  or  unions,  may  have  the  attributes  of  traditional 
indemnity/service  plans  or  may  incorporate  cost  containment  features  found  in" 
PPOs  and  EPOs.  Most  importantly,  as  employers  seek  to  incorporate  new  cost 
containment  mechanisms  in  their  group  benefits,  existing  delivery  systems  will 
evolve  and  new  types  of  plans  will  emerge. 

To  illustrate  the  types  of  changes  taking  place,  one  only  has  to  look  at 
the   San    Francisco   Bay   Area,    one   of   the   most    highly   competitive  medical 
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marketplaces  in  the  nation.  Following  is  a  brief  list  of  the  types  of  hybrid 
plans  which  are  emerging  in  the  area:  1)  a  federally  qualified  HMO  (independent 
practice  association)   is  developing  a  separate  legal   entity  to  market  PPO 
benefits;  2)  a  staff  model  HMO  is  expanding  to  adjacent  service  areas  through 
capitation    agreements    with    individual    primary    practitioners;    3)    a  major 
indemnity  insurer  is  sponsoring  a  quasi-HMO  whereby  subscribers  retain  right  to 
obtain  primary  care  from  their  regular  physicians  on  an  indemnity  basis,  but 
are  required  to  use  contracting  physicians  and  hospitals  for  specialty  care  and 
inpatient  services;  4)  multispecialty  physician  groups  participating  in  network 
model  HMOs  are  signing  up  with  statewide  preferred  provider  networks;  and  5) 
Foundations   for  Medical    Care   are   developing  their  own  preferred  provider 
programs    as    well    as    contracting    to    provide    medical    services  through 
independently  operated  PPOs, 

Unfortunately,  recent  changes  in  the  health  benefits  market  are  only 
beginning  to  be  recognized  by  various  government  agencies  and  trade 
associations.  The  Health  Insurance  Association  of  America  (HIAA)  continues  to 
use  only  three  groupings  to  define  benefit  coverage:  insurance  companies.  Blue 
Cross/Blue  Shield/medical  society  plans,  and  other  plans.  The  U.S.  Department 
of  Labor.  Bureau  of  Labor  Statistics,  has  expanded  the  number  to  five:  Blue 
Cross/Blue  Shield.  conmercial  carrier.  independenpt  prepaid  health 
organization,  self-insured,  and  combined. 23  The  author's  experience  in  trying 
to  retrace  the  growth  of  prepaid  systems  suggests  that  enrollment  data  on 
prepaid  and  self-insured  plans  and,  potentially.  Insurance  plans  incorporating 
features  of  alternative  delivery  systems  should  be  tabulated  with  the 
following  types  of  variables: 
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1)  Sponsorship:  employer,  union,  insurer,  third  party 
administrator/consultant,  consumer/community  group,  hospital, 
physician/allied  professionals,  or  combination  (to  be  specified); 

2)  Insurer/underwriter  of  risk:  same  as  sponsorship  or  separate;  if 
separate,  list  whether  employer,  union,  insurer,  third  party 
administrator/consultant,  consumer/community  group,  hospital, 
physician/allied  professionals,  or  combination  (to  be  specified); 

3)  Plan  classification:  HMO  (Staff,  Network,  Group,  Independent 
Practice  Association),  quasi-closed  panel  plan  (Exclusive  Provider, 
Preferred  Provider,  or  similar  arrangement),  open-panel  plan 
(Foundation  for  Medical  Care,  Blue  Cross/Blue  Shield)  and  indemnity; 

4)  Administration  of  plan:  same  as  sponsorship  or  separate;  if 
separate,  list  whetTer  insurer,  third  party,  or  combination  (to  be 
specified) ; 

5)  Reimbursement  procedures:  at  prevailing  charges,  cost-basis,  fee 
schedule,  negotiated,  discounted,  or  other  (to  be  specified); 

6)  Contractual  arrangements  with  providers:  hospitals,  physicians, 
allied  health  professionals,  and  service  agencies/organizations; 

7)  Types  of  benefits:  hospital,  surgical,  ambulatory,  vision,  dental, 
mental  health,  and  other;  and 

8)  Cost  sharing:  deducti bles/copayments  for  inpatient  hospital 
services,  outpatient  surgery,  emergency  care,  medical  office/clinic. 


While  the  detailed  information  does  not  necessarily  need  to  be  published, 
the  collection  of  the  data  -  and  maintenance  of  the  records  -  will  allow  for 
future  analysis  by  health  services  researchers.  Thus,  as  the  acronymns  for 
alternative  delivery  systems  change  over  time,  the  data  will  be  available  to 
reclassify  plans.  Similarly,  as  mechanisms  for  insuring  -  or  reinsuring  health 
plans  -  are  altered,  and  as  the  methods  for  reimbursing  health  care  providers 
are  revised,  there  will  be  an  adequate  data  base  for  evaluating  changing 
patterns  in  the  underwriting  of  health  benefits.  There  is  another  point  that 
should  be  stressed.    The  process  of  surveying  independent  plans  on  a  periodic 
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basis,  as  initiated  by  ORS,  should  be  continued.  Enrollment  data  and  plan 
filinc^s  should  be  maintained  and  made  available  to  the  research  coimiunity . 
Because  of  employer  resistance  to  multiple  filings  with  government  agencies,  a 
likely  source  for  collection  of  the  data  is  the  Department  of  Labor,  which  in 
turn  could  supply  the  information  to  other  governmental  agencies  and  insurance 
associations.  Today,  it  is  too  late  to  reconstruct  the  enrollments  for  most  of 
the  prepaid  programs  which  existed  in  the  1930s  and  1940s.  The  early  records 
from  the  Social  Security  Administration,  Office  of  Research  and  Statistics, 
have  disappeared,  leaving  a  permanent  void.  Now  that  we  are  entering  a 
transitional  period  in  the  history  of  health  care  services,  data  collection 
needs  to  be  upgraded  and  records  need  to  be  preserved  so  that  future  research 
is  not  foreclosed  because  of  an  outmoded  reporting  system. 
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Precursors:  1945-1981 
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Explanation  of  Tables  I  -  IV. 
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Table  I 

Growth  of  Non-Affiliated  Health  Plans:  1945-1976 


Year  Adjusted 
Surgery 


CcMwrnunity 
Surgery 


Industrial 
Surgery 


Group 
Practice 


1945  2,220,000 

1949  2,383,000 

1950  3,160,000 

1951  3,940,000 

1952  4,720,000 

1953  5,505,000 

1954  5,500,000 

1955  5,500,000 

1956  5,498,000 

1957  5,600,000 

1958  5,710,000 

1959  5,828,000 

1960  6,990,000 

1961  8,148,000 

1962  7,941,000 

1963  8,262,000 

1964  8,287,000 

1965  8,674,000 

1966  8,325,000 

1967  8,580,000 

1968  8,752,000 

1969  9,950,000 

1970  10,532,000 

1971  10,860,000 

1972  11.490,000 

1973  12,132,000 

1974  12,539,000 

1975  11,395,000 

1976  11,462,000 


760,000 
945,000 
1,210,000 
1,470,000 
1,730,000 
1,989,000 
2,150,000 
2,300,000 
2,458,000 
2,530,000 
2,610,000 
2,690,000 
2,970,000 
3,257,000 
3,246,000 
3,456,000 
3,319,000 
3,606,000 
3,724,000 
4,080,000 
4,275,000 
4,650.000 
5,032,000 
5.230,000 
5.490,000 
6.075.000 
6.264,000 
6.212.000 
6.367.000 


1.460,000 

1,438,000 

1,950,000 

2,470,000 

2,990.000 

3,516,000 

3.350.000 

3.200.000 

3.040.000 

3,070.000 

3.100,000 

3.138,000 

4,020,000 

4.891.000 

4.695.000 

4.806,000 

4,968,000 

5,068,000 

4,601,000 

4,500,000 

4.476.000 

5.300.000 

5.500.000 

5.630.000 

6,000.000 

6.057.000 

6.275.000 

5.183.000 

5.095.000 


2.410,000 

3.177.000 

3.280.000 
3.484.000 


3.504.000 

3.634.000^ 

3.763,000 

4.130.000 

4,051,000 

4,750,000 

5,032,000 

5,230,000 

5.080.000 

5.427,000 

5.774.000 

6.120.000 

6,467.000 
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Table  II 

Comparison  of  Group  Practice  Plans  with 
HMO  Precursors:  1945-1981 


Year 


Adjusted 
Surgery 
Enrol Iments 


Group 
Practice 
Enrol Iments 


HMO 

Precursors 
Enrol Iments 


1945 

2.220.000 

1949 

2,383,000 

1953 

5.505.000 

1956 

5,498.000 

1959 

5.828,000 

1961 

8.148.000 

1964 

8.287,000 

1965 

8,674,000 

1966 

8.325,000 

1967 

8,580,000 

1968 

8,752,000 

1969 

9,950,000 

1970 

10,532,000 

1971 

10,860,000 

1972 

10,273,000 

1973 

10,788,000 

1974 

11,204,000 

1975 

11,395,000 

1976 

11,462,000 

1977 

1978 

1979 

1980 

1981 

2,410,000 

3,177,000 

3.280.000 

3.484.000 

3.504.000 

3,634,000 

•  2,407,521 

3,763,000 

2,555,581 

4,130,000 

2,841,852 

4,051,000 

3,045,942 

4,750,000 

3,292,087 

5,032,000 

3,475.529 

5,230,000 

3,643,782 

5,080,000 

3,927,078 

5,427,000 

4.117,754 

5,774,000 

4,268,667 

6,120,000 

4,515,439 

6,467,000 

4,759,884 

6,814,000 

5,061,655 

5,363,111 

5,581,148 

5,754,493 

6,030,168 
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Table  III 

HMO  Growth  in  Relationship  to  Surgical  Benefits 
for  Non-Affiliated  Plans:  1969-1981 


Year 

Adjusted 
Surgery 
Enrol  Ifnents 

Surgery 

Fn  rn  1  1  mont*  c 

nnu 

Precursors 
tnro 1 1 ments 

December 

OHMO 

Census 

1969 

2,900,000 

1970 

10,532,000 

5,032,000 

3,475,529 

3,100,000 

1971 

10,860,000 

5,230,000 

3,643,782 

3,500,000 

1972 

10,273.000 

5,490,000 

3,927,078 

4,400,000 

1973 

10,788,000 

6,075,000 

4,117,754 

5.000,000 

1974 

11,204,000 

6,264,000 

4,268,667 

5,200,000 

1975 

11,395,000 

6,212,000 

4,515,439 

5,800,000 

1976 

11,462,000 

6,367,000 

4.759,884 

6.160,000 

1977 

7,639,000 

5,061,655 

6.850,000 

1978 

5,363,111 

7,800,000 

1979 

5.581,148 

8.824,000 

1980 

5,754,493 

9,724,000 

1981 

6.030,168 

TABLE  IV 

ENROLLMENT  IN  HMO  PRECURSORS:  1965-1981 


o 

•o 
r* 

n> 

00 


nan 


na    im    mi     mt  mi 


1970 


1971 


1972  1973 


Fatily  HealthP 

CA 

French-SF 

CA 

IIAAA 

8000 

7900 

7800 

7700 

7679 

7766 

7757 

Kaiser -N 

CA 

&4M0O 

716000 

803000 

878000 

927000 

972000 

1031000 

Kaiser-S 

CA 

349000 

J  A  A  A  A  A 

600000 

695000 

771000 

835000 

911000 

976000 

Ross-Loos 

CA 

J  j43zo 

usBaO 

94653 

111273 

105763 

88286 

88708 

United  Medical*  CA 

3103 

4500 

6524 

4817 

Kaiser 

CO 

3000 

13000 

23000 

Group  Health 

DC 

36769 

i  Al  AA 

60104 

68979 

70489 

72700 

74938 

76763 

Kaiser 

HI 

33000 

S9000 

66000 

73000 

76000 

87000 

94000 

Union  Health 

IL 

41747 

36400 

31000 

25739 

Harvard  CoMun.  HA 

88 

7680 

20876 

Health  Alliance  HI 

43330 

77703 

78361 

76639 

73989 

69783 

70524 

Sroup  Health 

HN 

10249 

11622 

13600 

19888 

23233 

35996 

47879 

Labor  Institute  HO 

24S20 

25657 

28314 

30800 

33296 

31300 

38864 

HIP-HY 

NY 

672895 

671640 

736081 

694255 

737113 

763936 

739879 

Hedical  Foundat  OH 

3016 

7941 

9300 

10600 

KaisK 

OH 

40000 

44000 

54000 

Kaiser 

OR 

81000 

87000 

98000 

113000 

126000 

139000 

131000 

Clackaeas 

OR 

21068 

21284 

21095 

22041 

24120 

24061 

22648 

Group  Health 

HA 

83166 

91BI9 

100769 

110900 

121700 

142744 

148640 

Hestern  Clinic 

HA 

8000 

11536 

11663 

11915 

12373 

Inland  Health 

HA 

5535 

4900 

4300 

3713 

Kitsap 

HA 

Blue  Hound 

HI 

Total: 

2407321 

2333381 

2841832 

3045942 

3292087 

3473329 

3643782  3 

1974 

1975 

1976 

1977 

1978 

1979 

1980 

1981 

1 1  EAA 

21500 

20000 

33500 

47609 

43059 

47142 

63438 

140040 

6817 

6270 

5600 

5200 

4901 

4702 

4550 

4871 

1213000 

■  OC  ^AA A 

1252000 

1337000 

1427000 

1524000 

1592049 

1672154 

1723243 

1134000 

4 1 n ■ AAA 

1194000 

1280000 

1360000 

1458000 

1528214 

1565634 

1571260 

107762 

125850 

148244 

175000 

200000 

225000 

190601 

200167 

3934 

6783 

7133 

9400 

11933 

10300 

10000 

10000 

60000 

65000 

76000 

91000 

102000 

104630 

113236 

120405 

97712 

100544 

100359 

105000 

109184 

109870 

110941 

111453 

AAA  A  A 

98000 

102000 

103000 

108000 

113000 

115756 

116022 

117329 

29790 

31490 

31647 

27100 

22778 

23525 

23690 

28728 

44047 

53737 

62345 

64000 

79071 

79343 

92384 

107724 

Od  T  1  B 

81319 

80215 

76138 

74500 

73055 

78914 

B26S9 

87356 

Hi.  TO 

666 JO 

^1  BOY 

76883 

91375 

107317 

107517 

121184 

144061 

171756 

31409 

29418 

29298 

28000 

27051 

27232 

27811 

28707 

750199 

736259 

726049 

747000 

769262 

771743 

774475 

825000 

12800 

13300 

13800 

14300 

14994 

10052 

12860 

13063 

92000 

93000 

104000 

112000 

118000 

118939 

122151 

124756 

IBBOOO 

200000 

198000 

210000 

222000 

228478 

233600 

249730 

23698 

23268 

23032 

24079 

22917 

231B6 

30789 

34000 

1B2355 

194439 

217714 

233000 

250510 

273956 

283625 

283223 

16887 

15383 

2800 

2850 

2950 

3050 

3134 

67730 

65000 

62500 

59540 

61333 

33792 

S88SS 

25000 

25700 

26400 

27185 

25600 

26000 

18300 

25000 
7658 
1121000 
1032000 
94576 
5174 
40000 
84521 
96000 
23653 
29800 
69410 
32273 
39291 
740167 
11870 
73000 
169000 
23064 
173004 
13924 
2693 


23000 
7261 
1168000 
1067000 
101000 
5073 
30000 
86732 
97000 
26410 
33798 
81764 
39172 
40724 
759689 
12300 
89000 
180000 
23026 
189055 
15000 
2750 
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Explanation  Tables  I  -  IV 


1.  Gross  enrollments  for  surgical  benefits  for  years  1940-1966  were 
obtained  from  Louis  S.  Reed,  "Private  Health  Insurance:  Coverage  and 
Financial  Experience,  1940-66,  Social  Security  Bulletin  30:  3-21 
November  1967.    For  years,  1964-1971,  data  are  from  Marjorie  Smith 
Mueller,    Private  Health  Insurance  in  1971:  Health  Care  Services 
Enrollment  and  Finances."  Social  Security  Bulletin  36:  3-22,  February 
1973.    For  period  1940-1971,  enrol Iments  have  been  adjusted  downwards 
to  eliminate  enrollments  in  known  open  panel  indemnity/service  plans 
or  government-sponsored  programs. 

2.  Data  for  1972-1976  obtained  from  annual  reporting  for  independent 
plans  in  U.S  Department  of  Health,  Education  and  Welfare,  Social 
Security  Administration,  Office  of  Research  and  Statistics,  Research 
and  Statistics  Note.  Social  Security  Bulletin  or  Health  Care  Financing 

Review.  Data  for  1972-1974  subsequently  revised  downwardTn  

"Independent  Health  Insurance  Plans  in  1976",  HCFA  Health  Note  2  (1), 
December  1978,  Table  2.    However,  because  distribution  of  enrollments 
by  type  of  plan  was  not  supplied,  enrollments  under  community  and 
industrial  categories  could  not  be  adjusted.  Therefore,  original 
figures,  as  reported  by  ORS  in  annual  filings,  are  listed  in  Table  I 
but  revised  figures  appear  in  Tables  II  and  III. 

3.  Data  on  group  practice,  surgical  benefits,  1953-1971,  derived  from 
Marjorie  Smith  Mueller.  "Independent  Health  Insurance  Plans  in  1973," 
United  States  DHEW,  Social  Security  Administration,  Office  of  Research 
and  Statistics,  Research  and  Statistics  Note  15,  October  1,  1975.  Data 
for  years  1972-1977  from  Marjorie  Smith  Carroll  and  Ross  H.  Arnett, 
III,  "Private  Health  Insurance  Plans  in  1977:  Coverage,  Enrollment  and 
Financial  Experience,"  Health  Care  Financing  Review  1:  3-22.  Fall 
1979,  Table  7.  ^  

4.  Data  for  1977  are  based  on  sample  drawn  from  1978  Nationwide  Survey  of 
Independent  Prepaid  and  Self-insujred  Health  Plans  conducted  by  the 
Health  Care  Financing  Administration;  results  from  1977  and  thereafter 
are  inconsistent  with  prior  results  and  have  not  been  included  in 
Table.  Also,  data  for  years  1973-1976  were  subsequently  revised  by 
HCFA  to  conform  to  new  sampling  methodology;  data  for  1975  and  1976 
were  adjusted  upwards  as  follows:  1975  -  15,435;  1976  -  17,155.  For 
1977,  surgical  enrollment  listed  as  18,876.  See  Marjorie  Smith  Carroll 
and  Ross  H.  Arnett,  "Private  Health  Insurance  Plans  In  1977:  Coverage. 
Enrollment,  and  Financial  Experience."  Health  Care  Financing  Review  1: 
3-22,  Fall  1979,  Table  5.   ^  
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uncovered  v;hich  cslculated  a  p'-iysician-to-populatioiT  ratio  for  both  federal 
and  non-federal  physicians  likely  to  provide  ci-i-iliar;  patient  care. 

Whether  the  focus  should  be  -on  physicians  holding  an  MD  degree  (rather 
than  a    DO),    physicians  in  patient  care,  non-federal  physicians,  office-based 
physicians  or  some  other  classification  remains  an  ir:portant  question.  This 
conceptual  relationship  among  various  classifications  of  doctors  is  illustrated 
in  Figure  1. 

Traditionally,  researchers  have  used  the  AmA  Masterfile  data,  computing 
physicians  to  population  ratios  for  each  state  based  on  active  non-federal 
physicians.    According  to  figures  reported  in  Distribution  of  Physicians  in 
the  United  States  1970,  an  ANA  publication,  this"  category  includes  over  95 
percent  cf  the  known  active  MDs.    While  these  totals  exclude  the  inactive  and 
those  who  could  net  be  classified,  perhaps  more  importantly,  they  exclude 
federal  physicians  end  osteopaths.    Further  discrepancies  result  f roin  incl uding 
medical  doctors  whose  primary  activities  are  in  teaching,  adninistration  or 
research. 

Because  the  professional  activity  category  of  the  physicians  end  surgeons 
counted  in  the  census  is  not  reported,  inclusions  and  exclusions  are  not  known. 
It  is  cleer  that  ell  those  reported  are  active  and  include  HQs,  DOs ,  and  non- 
military  federal  physicians.    Rut  self-reporting    introduces  a  bias  which  riay 
mask  the  di stinction-between  profession  and  occupation.    'Since  the  Census  pro- 
vides separate  occupational  categories  for  administrators,  educators  and  research 
scientists,  the  physician  and  surgeon  count  is  likely  to. exclude  those  doctors 
involved  in  non-clinical  activities  and  therefore  riay  aoprcxinate  the  physicians 
involved  in  patient  care.    Ambiguity  could  arise  in  ceses  where  physicians  have 
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supervisory  or  direct  resDonsibil ity  for  patier.t  care  in  additici  to  administra 
tive  tasks.  ' 

To  ascertain  whethe)-  these  potential  problens  in  the  sojrce  dsts  do  effect 
the  distribution  of  patient  care  nhysicians  er-jng  states,  the  physic'-'an  counts 
fron  the  Census,  the  A'lA  and  a  synthetic  est-:n=te  of  nhysicians  in  patient  care 
were  compared  "for  the  years  1940,  1950,  19o0  and  1970. 

Although  there  is  debate  on  the  use  of  physician  to  population  ratios,  this 
conparison  presents  the  results  in  that  forn  to  clarify  the  presentation. 

Aopendix  1  lists  the  computations  of  the  Dhysi cien-popul aticn  ratios  in 
1970  using  data  fro-  the  Census,  the  A'lA  and  the  American  Osteopathic  Associa- 
tion (AOA).    The  denominator  is  the  July  1,  1970  estimates  of  the  state  civilian 
population,  as  reported  in  Current  Population  Reports,  Series  P-25. 

The  Census  figures  in  Column  1  v/ere  taken  as  reported  in  the  volumes  of 
the  detailed  state  characteristics.    The  active  non-federal  physicians  in  Column 
2  ere  as  reported  by  the  AMA.    The  A'"A  plus  DO  patient  care  cateco'-y  includes 
non-federal  f'Ds  in  office-based  or  hosDi  tal -based  patient  care  p'-actice  plus 
patient  care  osteopaths.    The  osteopaths  were  added  by  applying  the  state  pro- 
portions of  osteopaths  in  patient  care  from  e  1^71  survey  of  professional  activity 
to  the  1970  distribution  of  all  osteonaths  by  state  reported  in  the  AOA  -Directory. 
Total  non-military  patient  care  physicians  were  estimated  after  adding  calcula-  . 
tions  for  state  couiits  of  Public  Health  Service  and  Veterans  Adm-ini stration  phy- 
sicians multiplied  by  national  figures  for  percentages  in  patient  Cc>-e  activities. 

Resul ts 

The  relationship  between  the  different  physician  counts  in  19' 0  is  m.ost 
easily  grasped  in  the  scatter  plots  presented  in  Figures  2-4.    The  patient  care 
physician  to  population  ratio,  which  include;  ron-federal  and  non-military 
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federal  !'Ds  and  DOs,  is  very  sirillar  to  the  ph^'sicians  and  surgeons  figures  re- 
ported in  the  Census.    This  result  validates  the  assumption  that  the  occupational 
questions  identify  physicians  providing  personal  nisdical  care.  ■  . 

Active  non-federal  fTJs  also  approxirate  the  total  patient  care  physician 
ratio.     (As  can  be  seen  in  the  Venn  diagran,  these  are  not  simple  subsets  of  one 
another.)    These  conclusions  are  not  altered  when  the  variable  is  simply  non- 
federal I'.D  or  DO  patient  care.    And,  as  might  be  expected,  the  AMA  count  for  non- 
federal MDs  in  patient  care  is  closely  related  to  both  non-federal  flD  plus  DO 
patient  care  and  total  patient  care  physicians. 

2 

Regressions  in  all  these  cases  emerge  with  substantial  R    values,  ranging 
from  .90  to  .95  and     coefficients  close  to  1.    For  the  census  and  the  AMA; 
patient  care  '.'J  data,  the       values  of  the  regressions  were  not  significantly 
different  from  zero.    With  active  non-federal  MDs,  the       values  are  different 
from  zero  at  the  .05  level.    This  suggests  that  the  difference  between  the  patient 
care  physician  distribution  and  the  distributions  reported  by  either  the  Census 
or  A'';A  for  patient  care  f'D  are  proportional  and  can  be  approximated  by  applying 
a  scale  factor  to  the  independent  variables.    Active  non-federal  MDs  can  approx- 
imate the  patient  care  physicians  by  adding  a  constant  and  applying  a  scale  factor. 
When  AMA  active  non-federal  physicians  are  regressed' upon  the  census  figures,  the 
intercept  is  different  from  zero  and  the  slope  is  significantly  different  from 
both  zero  or  one  at  the  .05  level.    This  implies  that  the  two  measures  do  not 
b^ar  a  simple  proportional  relation  to  one  another.    While  these  results  do  not 
ri-jtract  from  the  practical  application  c*  estimating  patient  care  doctors  from 
/Jl^'i  or-  census  data,  it  appears  that  these  two  sources  are  capturing  somewhat 
different  types  of  physicians.    This  is  consistent  v/ith  the  differences  in  cov- 
erage and  definition. 
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The  results  of  regressions  for  1940,  1950  and  1960  are  all  v.ithir,  the  sar.e 
order  of  nagnitude  end  the  interpretation  follows  similar  reasoning.  Actual 
values  for  all  years  are  surr-arized  in  Table  1. 

Discussion  ■  . 

Readily  available  data  from  the  n'-'A  and  the  U.S.  Bureau  of  the  Census  can 
serve  as  proxy  measures  for  the  nur.ber  of  patient  care  physicians,  which  includes 
both  f'Ds  and  DOs ,  federal  and  non-federal  physicians,  a  combination  of  data  not 
usually  reported.    But  while  the  results  of  the  Census  count  and  the  professional 
society  estirr.ates  of  physicians  ere  nearly  identical  ,  there  is  a  very  high  cor- 
relation among  the  other  measures.    Each  of  the  scatter  plots  (Figu'-es  2-^-)  re- 
veals much  m.ore  variation  in  physician-to-population  ratios  across  states  than 
measures  within  a  state.    In  each  of  the  state  series  for  1970,  the  state  with 
the  largest  number  of  physicians  per  capita  had  three  times  the  number  of  the 
lowest  state.    Therefore  in  many  research  situations,  such  as  cross-sectional 
regression  analysis,  the  data  source  and  whether  'it  is  adjusted  for  total  patient 
care  physicians  will  be  of  minor  concern. 

For  planning  purposes,  however,  problem.s  arise  when  the  more  readily  avail- 
able data  are  used  to  represent  individual  state  patient  care  physician  ratios. 
This  is  particularly  evident  for  states  with  sm.aller  populations,  with  a  ratio 
lower  than  the  national  average,  or  with  a  higher  proportion  of  doctors  who  are 
osteopaths  or  engaged  in  research,  teaching  and  administration. 

These  systematic  biases  are  observable  in  Table  2,  where  those  states  with 
the  larger  proportionate  differences  relative  to  either  the  Census  or  the  A:'A 
count  are  listed  for  each  of  the  four  census  years.    Reviewing  tlie  1970  Census 
figures,  the  adjustment  for  KD  and  DO  patient  care  reduced  the  United  States 
physician-to-population  ratio  approximately  6.9  percent.    But  eight  states. 
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Alaska,  Kansas,  tiew  Jersey,  Utah,  V.'yoning,  Arizona,  South  Carol  i -'2  and  fJorth 
Dakota,  all  dropped  rore  than  15  percent  and  arTother,  DC-MD-VA,  v/as  just  slightly 
less.    Idaho  showed  an  11.5  percent  increase. 

l-.'nen  the  change  is  neasured  relative  to  the  count  of  active  non-federal 
phj'sicians,  the  United  States  average  drops  about  the  same  amount,  6.2  percent. 
Yet,  there  are  states  with  values  substantially  greater  than  and  less  than  this 
average  change. 

The  largest  absolute  changes,  all  more  than  10  percent,  occur  in  Connecticut, 
Massachusetts,  fiew  York,  Louisiana,  and  the  corbination  state  of  Virginia- 
f'.aryl end-l,'ashington,  D.C.    Patient  care  physician-to-population  ratios  for 
Michigan,  Maine  and  Oklahoma  are  more  than  7  ps'-cent  greater  then  that  for  active 
non-federal  MDs.  •  "  ' 

The^e  are  a  number  of  probable  explanations  for  these  differences.    In  the 
census,  most  of  the  large  discrepancies  affect  states  with  small  populations  or 
lo.ver  than  average  physician-to-populetion  ratios.    These  then  are  the  states 
where  methodological  essum.ptions ,  estimation  a-d  sampling  techniques  and  errors 
will  have  the  largest  impact.    The  lower  ratio  in  Hew  Jersey  is  less  likely  to 
be  attributable  to  these  factors,  and  may  reflect  the  influence  of  Foreign 
M.adical  Graduates  who  may  be  undercounted  in  the  AMA  patient  care  category 
(l.'eiss  et  al . ,  1974). 

The  factors  whi'ch  explain  the  differences  in  the  patient  ce^-e  physician 
ratio  relative  to  the  active  non-federal  MD  count  are  more  syste~2tic.  Those 
£ta':-?s  v/itn  lower  values  are  populous  states  with  university  medical  facilities, 
r-'-search  iristitutes  and  other  medical  organizations.    Here,  the  proportion  of 
physicians  involved  in  teaching,  research  or  administration  is  e  larger  per- 
centag?  of  the  total  physician  supply.    In  contrast,  higher  value?  in  the  patient 
Cere  physician  ratio  occur  in  states  with  large  numbers  of  osteoraths,  who  are 
not  included  in  the  A".a  Masterfile. 
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For  those  wlio  are  interestGd  in  ti"e  series  or  t'^end  analysis,  Teble  2 
also  indicates  that  the  factors  which  account  for  the  discrepancies  in  1940, 
1950  and  1950  are  consistent  with  those  found  for  1970.    Reading  across  Table 
2A,  the  Census  continues  to  show  larger  deviations  for  sc:,-;5  of  the  sane  states" 
for  each  yea;-.    Nearly  all  of  the  states  listed  are  those  with  smaller  popula- 
tions end  low  physician  ratios.    The  conbined  state  Yirginia-Karyland-Washington, 
D.C.  is  the  one  exception,  but  the  presence  of  the  federal  governnent  may  have 
created  difficulties  wi'th  the  classification  of  physicians. 

The  pattern  of  outliers  in  the  comparison  with  active  non-federal  MDs  is 
the  more  interesting  in  a  historical  perspective.    The  addition  of  patient  care 
osteopaths  results  in  substantial  positive  adjustments  for  a  number  of  states, 
f'aine  and  Michigan  appear  in  all  years.    California  had  a  large  osteopathic'popu- 
letion  until  1952  v/hen  graduates  of  the  California  College  of  Medicine  (formerly 
the  College  of  Osteopathic  Physicians  and  Surgeons)  and  osteopaths  from  other 
schools  who  held  valid  state  licenses  were  allowed  a  one-time  opportunity  to 
convert  their  osteopathic  degree  to  a  r:edicdl  degree  (Kisch  and  Viseltear,  1957). 
This  state  is  a  positive  value  outlier  in  1940,  1950  end  1950,  and  then  becom;es 
negative. 

The  declining  proportion  of  physicians  involved  in  patient  care  is  also 
apparent.    In  1940,  roughly  two  percent  of  active  non-federal  f-'.Ds  were  engaged 
in  teaching,  administrative  or  research  positions..    This  decreased  slightly  in 
1950,  rose  to  four  percent  by  1950,  and  was  at  slightly  over  nine  percent  in  1970. 
However,  by  that  date  nearly  15  percent  of  physicians  in  Massachusetts  were  as- 
signed to  a  non-patient  category  and  flew  York  and  Connecticut  showed  11  percent. 

This  pattern  also  explains  the  19'^0  and  1950  regression  results.    For  both 
years,  regression  of  active  non-federal  physicians  on  the  Census  figures  shows 
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irsi gni -leant  differences  anong  the  various  phj,:sjcia.R  counts.    Since  at  that 
tine  rr.ore  than  97  percent  of  active  physicians  v/ere  encaged  in  patient  care  ac- 
ti.'ity,  it  is  lil^ely  that  each  was  counting  the  sace  category  of  doctors.  Dif- 
ferences can  then  be  attributed  to  federal  patient  cere  physicians  end  osteopaths 
vhic'n  constituted  only  e  s^all  percentage  of  the  total.    It  is  not  surprising 
that  for  the  early  years  regressions  with  the  alternative  physician  counts  esti- 
rate  the  c\  coe-f'f i cients  which  are  closest  to  one. 

Su:i:":a  ry 

Theoretical  considerations  suggest  that  an  ideal  classification  of  physicians 
would  include  ell  providers  of  direct  services:  to  date,  physician  counts  on  a 
nationwide  basis  have  not  been  standardized.    This  paper  has  attempted  to  calcu- 
late state  patient  cere  physician-to-populetion  ratios  which  have  then  been  com- 
pared to  data  reported  by  the  U.S.  Bureau  of  the  Census  and  the  Af'A.  Regression 
results  demonstrate  that  Census  and  A'W  date  sources  provide  a  close  approximation 
to  the  national  distribution  of  patient  care  physicians.    In  general,  more  varia- 
tion exists  across  states  for  any  given  year  than  exists  among  alternative  mea- 
sures within  a  state.    Therefore,  extensive  adjustments  for  patient  care  activi- 
ties are  probably  not  necessary  for  general  research  purposes  or  cross-sectional 
and  aggregate  level  analysis.    It  should  be  recognized  that  when  using  alternative 
estimates  the  coefficients  v;ill  be  somewhat  biased. 

The  choice  of  date  set  may  have  a  substantial  impact,  however,  if  the 
enalysis  is  conducted  on  a  state  level.    Regional  and  state  variations  exist  in 
the  proportion  of  physicians  in  administrative,  research  or  teaching  activities, 
and  in  the  number  of  osteopaths  and  non-mi  1  i ta^'y  federal  doctors.  Certain 
states  consistently  eppeered  as  outliers  in  most  of  the  census  years,  particularly 
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those  with  a  lov/  absolute  number  of  physiciens  or  a  h1ch  proportion  of  osteo- 
paths.   Also,  in  some  states  an  increasing  nur.b-er  are  involved  in  non-patient 
care  activities.    In  both  cases,  nisrepresentatipn  of  the  nun^bsr  of  physicians 
providing  direct  patient  services  can  occur.    Any  comparison  of  data  generated- 
at  the  local  or  state  level  with  national  statistics  should  bear  these-  factors  in 
nind. 

Because  researchers  and  policy  analysts  would  benefit  from  an  enureration 
of  direct  providers  of  patient  care,  data  collection  ideally  should  be  standardiz 
to  include  osteopaths  and  physicians  employed  by  the  U.S.  Public  Health  Service 
and  the  Veterans  Administration.    All  physicians  employed  in  an  administrative 
or  research  capacity  should  be  counted  separately.    Such  a  reporting  methodology 
would  also  reduce  discrepancies  in  comparisons  with  data  collected  on  the  Ijocal 
or  state  level . 
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TA5LE  lA 


DEPEkDEiJT 
VARIABLE 

INTERCEPT 

iNDEPEiiDENT 
VARIABLE 

r2 

CENSUS 

14.755 
(4.601) 

.901  NONFEDERAL 
(.037) 

.927 

MD  &  DO 
PATIENT 

CARE 

5.352 
(4.2S5) 

.891  CENSUS 
(.038) 

.937 

no  DO 

13.612 
(3.201) 

.8^4  NONFEDERAL  • 
(.026) 

.958 

m:  &  DO 

PATIEf;T 

CARE 

4  4r! 

(3.186) 

J.  ■  J  \J  O    r*..  iri    r  /    1  1     1 1  1 

(.028) 

954 

TOTAL 
PATIENT 

CARE 

7.604 
(3.795) 

.905  CENSUS 
(.030) 

.951 

TOTAL 
PATIENT 

CARE 

22.343 
(4.776) 

.799  NONFEDEPw^l 
( .033) 

.904 

TOTAL 
PATIENT 

CARE 

8.307 
(3.251) 

1.C05  Af'A  PATIENT 
(.C29) 

CARE 

.963 

N=49 

Stenda»"d  error  is  noted  in  parentheses. 
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TABLE  IB 


YEAR 

DEPENDENT 
VARIABLE 

INiERCEPT 

INDEPENDENT 
VARIA3LE 

N" 

r2 

1950 

CENSUS 

12.013 
(6.800) 

.943  NONFEDERAL 
(.051) 

49 

.837 

AMA  &  DO  . 
PATIENT  CARE  . 

8.996 
(6.023) 

.883  CENSUS 
(.051) 

49 

.854 

.  .AriA  DO 
PATIENT  CARE 

5.512 
(2.947) 

.952  NONFEDERAL 
(.025) 

49 

.955 

1950 

CENSUS 

2.713 
(4.481) 

1.027  NCNFEDEPJ\L 
(.040) 

47 

.935 

A,'^A  &  DO 
PATIENT  CF\PJ 

.859 

(3  833) 

.988  CENSUS 
(  0331 

47 

.952 

A!'A  &  DO 
PATIENT  CARE 

-.335 
(3.755) 

1.051  NONFEDERAL 
(.034) 

47 

.955 

1940 

CENSUS 

8.458 
(4.426) 

1.004  NONFEDERAL 
(,039) 

45 

,935 

Af.A?-,  DO 
PATIENT  CARE 

8.459 
(3.609) 

1.005  CENSUS 
(.030) 

46 

.963 

AMA  &  DO 

1.005 

1.048  NONFEDERAL 

47 

.973 

PATIENT  CARE 


Standard  error  is  noted  in  parentheses. 


Table  2A 

Stater,  with  Largest  Relative  Difference'-,  in  Physician-to-Po|Milation  Ratios 
Patient  Care  Compared  to  U.r..  Durcau  of  the  Census 


1970 

1960 

1950 

1940 

O  Lcl  Lv 

,1  L 1  ku  1  y  c 

f f  n 

"/    rii  T  n n ra 

/}  Lnanye 

p  u  ^  ^ 
LnangG 

State  ,.■ 

Change 

United  States 

-6.9 

United  States 

-6.2 

United  States 

-1.1 

United  States 

-J.J 

Alaska 

-30.0 

Alaska 

-46.8 

Kansas 

-20.3 

Kansas 

-21.2 

Kansas 

-7.8 

New  Jersey 

-18.7 

Nov/  Jersey 

-19.6 

Nov;  Jersey 

-9.8 

New  Jersey 

-5.4 

Utah 

-18.5 

Wyonii  ng 

-17.8 

Ari  zona 

-17.5 

Arizona 

-26.9 

Arizona 

-11.5 

Ari  zona 

-22.6 

S.  Carolina 

-17.0 

N.  Dakota 

-16.4 

\ 

r, 

dc-md-Va 

-13.4 

DC-MD-VA 

-11.8  • 

DC-MD-VA 

-6.3 

DC-MD-VA 

'1 

-9  4 

Idaho 

11.6 

Irlaho 

-9.0  . 

Nevada 

-27.3 

Del  av/are 

-14.5 

N.  Hampshire 

17.6 

N.  Hampshire 

5.4 

Mai  ne 

19.7 

Maine 

6.7 

Maine 

2.0 

Mi  ssouri 

8.3 

1 

Col qrado 

12.2 

Florida  12.3 

Mew  Mexico  -15.9 

S.  Dakota  -7-.  3 

Washington  -9.5 


Tnhlp  ?R 

vo 

states  v/ith  Lnrgost  Relative  Differences  in  rhysician-to-Population  Ratios 

CD 

Patient  Care  Compared  to  AMA  Active  Non-rpr|oral 


1970 

1960 

1950 

1940 

State 

/.  Chanqe 

State 

%  Change 

State 

%  Change 

State 

%  Change 

1    1  fc^   1     T"   A>                 ^    T"           4*  ^ 

uniLGci  oLatGS 

un  1  lgc!  o  ta  lks 

U .  o 

uniiec  otaucs 

■}  9 
O.C 

un  1 LCQ  J)  ua  Lcs 

Michigan 

9.3 

Michi  gan 

9.7 

Michigan 

8.7 

Michi  gan 

7.3 

Maine 

7.2 

Mai  ne 

12.0 

Mai  ne 

16.0 

Maine 

16.6 

Oklahoma 

7.0 

Oklahoma 

9.1 

Okl ahoma 

10.1 

Okl ahoma 

8.3 

Massachusetts 

-16.2 

nC-MD-VA 

-13.4 

Connecti  cut 

-11.9 

Nev/  York 

-10.5 

New  York 

14.1 

Louisiana 

-10.4 

California 

-9.2 

Cal ifornia 

0.6 

Cal i  forni  a 

11.2 

Alaska 

13.7 

'■i 

Missouri 

13.3 

Missouri 

14.8 

Missouri 

12.7  • 

Iowa 

8.5 

I  ov/a 

9.8 

I  ov/a 

10.4 

New  ilprspv 

7.8 

Nev/  Mexico 

7.7 

New  Mexico 

13.5 

New  Mexico 

11.9 

Nevada 

11.4 

Idaho 

8.1 

Idaho 

10.4 

Montana 

7.2 

Montana 

12.0 

•  Kansas 

7.2 

Kansas 

12.2 

Minnesota 

-10.1 

vj"' 
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APPENDIX  I 
1970  Physician  Ratios:  'r-1D/lOO,OCO 


PATIE'IT  CARE 


Civilian  Poo. 
(lOOOs) 

Census 

Active 
Non-Federal 

A"-'.A 

A''A  I 

CO 

Total 

- 

us  Total 

201,722 

139 

133 

126 

■ 

130 

135 

t;2v/  England 

11,765 

170 

173 

151 

155 

160 

CT 

3,C24 

172 

179 

159 

160 

163 

ME 

936 

105 

98  . 

91 

103 

111 

r;A 

5,674 

188 

194 

165 

167 

172 

N'H 

73S 

118 

125 

114 

115 

lis 

pj 

918 

163 

147 

137 

150 

VT 

446 

156 

169 

156 

155 

159 

Kid  Atlantic 

37,170 

181 

181 

162 

168 

171 

7,135 

159 

137 

12'6 

134 

137 

r.iY 

18,241 

210 

223 

197 

200 

203 

PA 

11,793 

149 

.143  ■ 

129 

UO 

142 

''ov»^ln    C"  0  v*i        r*.  1 

uC5L   iiUrtn  LciiLral 

1  7Vt 

1 1 1 
i.  i.  i. 

121 

IL 

11,070 

130 

130 

119 

121 

124 

IN 

5,194 

92 

96 

89 

92 

94 

MI 

8,879 

132 

117  • 

107 

129 

131 

OH 

10,647 

129 

126 

116 

125 

127 

WI 

4,424 

113 

113 

104 

107  -  - 

110 

V.cSt  North  Central 

16,241 

123 

116 

1C6 

114 

• 

117 

T  h 

89 

100 

102 

KS 

2,212 

130 

109 

101 

103 

112 

MN 

3,810 

141 

142 

129 

130 

134 

MO 

4,645 

127 

121 

109 

127 

129 

NE 

1,-76 

111 

107 

97 

99 

102 

ND 

607 

99 

89 

84 

85 

90 

SD 

651 

85 

76 

73 

77 

82 

S:'jth  Atlantic 

30,145 

125 

125 

112 

115 

123 

DCSMSA 

9,090 

161 

161 

l^'-2 

1-2 

158 

DE 

544 

123 

125 

115 

122 

125 

PL 

6,745 

129 

126 

116 

123 

128 

GA 

4, BIS 

102 

102 

94 

95 

100 

NC 

4,933 

99 

105 

93 

94 

97 

SC 

2,523 

96 

87 

82 

£2 

86 

v:v 

1,745 

91 

98 

91 

95 

98 
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Civiliar.  Pop. 
(1000s) 

Census 

Active 
Non-Federal 

A?-'iA 

AMA  h. 
DO 

Total 

East  South 

Central  12,710 

94 

95 

88 

■  89 

92 

AL 

3,416 

81 

84 

78 

78 

81. 

KY 

3,184 

100 

97 

90 

91 

94 

MS 

2,199 

79 

79 

75 

75 

78 

TN 

3,911 

109 

113 

103 

104 

107 

West  South 

Central       19,124  " 

111 

107 

99 

105 

liO 

AR 

1,920 

94 

85 

80  ' 

80 

87 

LA 

3,600 

114 

115 

IOd 

lOo 

110 

OK 

2,530 

113 

95 

89 

103 

107 

TX 

11,065 

112 

111 

103 

109 

115 

N'.niintain 

1   1      \>  1  1       U  III 

8,229 

132 

126 

115 

123 

129 

AZ 

1,757 

134 

125 

117 

130 

134 

.  CO 

2,176 

174 

165 

148 

158 

166 

ID 

712 

76 

•  88 

84 

85 

88 

MT 

691 

102 

98 

95 

93 

101 

NV 

484 

102 

104 

99 

103 

106 

NM 

1,007 

111 

104 

94 

104 

112 

IIT 

1  062 

141 

180 

117 

119 

122 

l"'Y 

330 

106 

92 

88 

90 

93 

Pacific 

26,099 

164 

167 

153 

154  _ 

160 

AK 

274 

91 

73  ■ 

70 

70 

CA 

19,654 

173 

178 

162 

163 

170 

HI 

723 

133 

147 

134 

137  - 

140 

OR 

2,097 

139 

134 

123 

129 

131 

WA 

3,352 

142 

139 

125 

130 

136 

